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“GOOD FILES FOR BETTER APPRAISALS | 
‘¥ HERE is an old saying that a man’s judgment is no better than his infor- 








mation. This statement is particularly true when applied to appraisers. 

Many an appraiser testifying on the stand about his opinion of value has 
been brought to an ignominious halt by being confronted with information he failed 
to secure on the property itself or on factors affecting its environment. 


Unfortunately, some appraisers consider judgment as an abstract quality 
which they possess. This is not true. The judgment of an office boy on a prob- 
lem in connection with his duties is often better than the judgment of the presi- 
dent of the company on the same problem. An appraiser who considers judgment 
as an abstract quality is apt to go on the stand ill-prepared. 


The information which an appraiser needs is of many kinds, and to be usable 
must be catalogued so that it will come to light when needed on any particular 
problem. This information can be grouped under the following general headings: 


1. Appraisals made in the past are generally most usable when indexed by 
house number and street. 


2. Data on sales, leases, construction costs of actual properties, operating 
costs of actual properties, and newspaper clippings should be dated and arranged 
by house number ana street. This file could probably be combined with the ap- 
praisal file so all the information on properties at any one address would come 
together in the file. 


Another way of handling sales information is to post directlyto the property on 
a platmap or on a large-scale map such as the Sanborn. Wherever a sales price 
is noted, it is important to show the date of sale. This arrangement has the ad- 
vantage that not only the sales on the subject property will show up, but on refer- 
ring to the map, sales on other properties will help establish value. 


Another way of handling sales information is in a separate file, with photo- 
graphs of all properties arranged by house number and street, with the actual 
sales information on the back of the card. In our own office we use 4" x 6" cards 
with the photograph and lot dimensions on the front, and spaces for eight succes- 
sive sales on the back of the card. We also have bound photographic copies of 
platbooks for the greater part of our county. Our material of this sort is so great 
that we have sales or appraisal information on more than a quarter of a raillion 
properties in our own area, in addition to files on all major cities of the country. 
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3. General information on appraisal theory ard practice should be filed topi- 
cally, and for this we would suggest the following outline of classifications: 


Appraisal - general 


Appraisal technique 


General 
Special material 
Approaches to value 
Cost approach 
Replacement cost data 
Depreciation studies 
Miscellaneous 
Income approach 
Capitalization rates 
Miscellaneous operating data 
Market data approach 
Sales data 
Gross and net multipliers 
Lease and rental data 
Miscellaneous 
Appraising for special purposes 
Fractional appraisals 
Easements 
Tables and formulas - general 


Property valuation 


Land 

Improved property 
Residences 
Apartments 
Commercial property 
Industrial property 
Institutional property 
Recreational property 
Other 


Valuation factors 


General 

Special material 
Population 
Neighborhood 
Transportation and traffic 
Zoning 


Miscellaneous 














4. There will, of course, be much material in magazine form which cannot 
be distributed. The Appraisal Journal, published by the American Institute of 
Real Estate Appraisers, is a very good illustration of this t,.. of material. We 
keep a bound file from the first issue in our library. Fortunately, The Appraisal 
Journal publishes a cumulative index from time to time which classifies all the 
articles which have appeared by subject and by type of property. Other pertinent 
publications are Right of Way, published by the American Right of Way Associa- 
tion, and The Residential Appraiser, by the Society of Residential Appraisers. 
Articles in these publications should be indexed to facilitate future use. 














5. In our own office we also find it advisable to maintain a cross-index ref- 
erence file on appraisals and appraisal material. This has been done in the past 
on McBee Keysort cards. These cards are notched in such a way that they can be 
sorted mechanically for any combination of problems. This index is now getting 
to the point where we will put it on punch cards which can then be run through an 
electric sorter in order to locate the specific information needed. 


6. We have found it convenient in our office to keep a chronological list of 
appraisals. This is done in the form of an appraisal order book in which requests 
for appraisals are entered as they are received. This frequently provides a use- 
ful and often necessary supplement to the geographic file. This record book has 
columns for listing the order number of the appraisal, the address, the person 
requesting the appraisal, the type of property, and similar information. We 
have found that a chronological record of this type is most convenient when an 
appraiser can’t remember the exact address of a certain property which he ap- 
praised at a certain time. 


7. Every appraiser must accumulate a great deal of information on replace- 
ment cost. He may probably subscribe to one or more building cost services, 
but he should make it a habit to file all the cost information which he can get in 
such a way that it will be available when needed. 


The elaborateness of any system for keeping and finding significant informa- 
tion will depend, of course, on the needs and circumstances of the appraiser. It 
may start as a looseleaf notebook, well supplied with index tabs, arranged al- 
phabetically by the subject headings or classes suggested for the file. If the 
appraiser develops a large volume of business, it will take a very short time 
until the notebook will be far too cumbersome for practical use. In our own or- 
ganization, because we have gathered so much material through the years, we 
have started to put our appraisal material on microfilm. 


The use of this basic appraisal information can best be illustrated by assum- 
ing an appraisal on a single-family residence. Were such an appraisal to come 
into our office, the first step would be to refer to our geographical appraisal 
file to see if we had ever appraised the property before. At the same time, we 
would look in this file for appraisals in the same block or for any sales informa- 
tion which might be available on this property or on others in the block. We 
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would next locate the property on our platbooks, verifying from this source the 
size and shape of the lot. We would then look up the property in the Sanborn in- 
surance atlases. (These atlases show a scale drawing, generally at 50 feet to 
the inch, of each building in the area mapped, together with information about 
the type of construction materials.) This would be followed by a field inspection 
of the property, together with an inspection of the other properties in the immed- 
iate neighborhood on which actual sales information is available. On this inspec- 
tion the property would be carefully measured and its characteristics, inside and 
out, would be listed on our appraisal work sheets. 


After the appraiser returned to the office he would consult the replacement 
cost data in our files, and would compute the current replacement cost of the 
building. Against this he would apply the proper amount of depreciation deter- 
mined by the age of the building and its physical condition. He would also make 
adjustments for functional and economic obsolescence. 


He would study the ground location in the light of information in the office on 
street improvements, availability of water, sewers, and other utilities, proximity 
to schools, shopping centers, etc., zoning which might allow the encroachment 
of inharmonious uses, census tract information on the ethnic and economic char- 
acteristics of the neighborhood. On this basis, and with land sales data, he 
would assign a front foot value to the ground which would be modified by a depth 
factor and by an adjustment for any unfavorable topography. 


Adding the value of the land and improvements he would get a value which 
should come rather close, in an average market, to the selling prices as indi- 
cated by other sales in the neighborhood. At certain periods, however, in the 
real estate cycle a further adjustment would have to be made in order to bring 
replacement cost new less depreciation into line with selling price. This would 
be the addition of a scarcity premium in periods when vacant properties are ex- 
tremely scarce, or the subtraction of a surplus discount in periods when vacancy 
is heavy and sales are infrequent. 


A thorough appraiser will document his appraisal with the significant facts 


from his research material. With well-organized files this is relatively easy. 
Without them it is extremely difficult and costly. 


ROY WENZLICK, M.A.I. 











